
COMPTROLLER GENERAL OF THE UNIT ED STATES

WA5NINGTON D.C. flSO

B-212%3 August 3, 1983

The Honorable William V. Poth, Jr.
Chairman, Committee on Governmental Affairs
United States Senate

Attention: Marikay Riney

Dear Mr. Chairman: Do UQ~ ,t. -v"1 -jl- -to pkblAC lding

This is in reply to-your May 10, 1983, letter requesting our
views on the provisions of S. 1181, a bill entitled "Construction
Contract Payment Procedures Act of 1983.2

}~~~~1 i' Baja [ ^-tX;'iE~~ -9- VF , . '*4 
//4.Te bkii -ldrequirFederal executiveagencies ,kkwhen they
elect Tti-make prymentsder contract, to
make,~such progress payments in ifult'e contacto itit
retention -of t porio of th4V.prqgressG pa due unless the- ay~ortonof hevprgrsspayment-
contractrn qoffiCcer fiiids and d contractor is
not ,majkitng timyel$65 oaht'rwise saiisfactory progress towards
compTetion of the contract. Curtly, the Government is
reimbursing contractors at rates ranging from 90 to 95 percent of
progress payments due under construction contracts.

We do.not' bel.ieve:jhelprovis ins of> 'the bill1 it-inacted,
wol h 0 ;usi ned s sthf goo,6VraZ&s practice or, would provide

thea0Federal (CdV er thme e4prot'cdioiit at- retention &ora a
percentage.t of-p etentso a!ffords.I is gentral

busznec~spracticeXidrawe 1dievdtprude one--to wifhhold a
portitn.:olpayme nts on`construction cdntracts to ensaym onenc~hure 2
satsfaetory-completion. Such withholding, serves to protect
agMnnst shoddyj. wmanship that may not bediscoverediuntil final

.. ,i' ' .5 - "'tI n by th .oermet
acceptance inspection by the Government Further, on other than
fixed-price'contracts, the withholding also serves to guard
against the Government's paying for costs determined subsequently
to be unallowable.

.'In recent testimony,½1.re1iated in part to this before
youriACommitstee,the nsejeputy Ispectr enerlDerek
Vander- Schaafr; also indkicartedkthat ireiention of .a4percen tage of
progress paymjents' as substan ial vat6e. While tEh tpthimony
covered progress payrnente rates~ for dther than construction
contracts, we beliive the issu'e is the same as that raised'by S.
1181. The Department of Defense (DOD) increased payment rates in
1981 from.85 percent for small businesses and 80 percent for large
contractors, to 95 and 90 percent, respectively. Mr. Vander
Schaaf indicated that with recent decreases in inflation and
interest rates, DOD should consider reducing the current high
progress payment rates.



sow oualso asked that we 'providetytou wit hfour assessment of the
possile.paperwork and regculatory burdens wtfh mig'2it.i sult from
passageThf W. 1181. We cannot provide you w$h arcomplete
asses5mfent without £firther"detailed study. ;Whilefiere may be
some instances in which the bill could increase Government
paperwork (e.g., without the leverage of funds withtield there may
be a need for repeated requests to correct unsatisfactory
contractor work), we would not expect any added burden to be
significant. Also, we do not believe contractors will be burdened
with additional paperwork.

l
We appreciate the opportunity to provide our comments on this

bill.

Sincerely yours,

E Comptrolle G neral
of the United States
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